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For the first time since May 1946 the prelimi- 
REAL ESTATE ACTIVITY nary figure for real estate activity (+55.3) shows 

a level slightly higher than the level of the pre- 
ceding month (+55.0). This might indicate that the drop is coming to an end, or it 
might merely be a one-month’s interruption in the downward trend similar to the 
interruption in the fall of 1920. It seems more logical at the present time to 
think that the downward trend will continue further before any general sideways 
movement develops. It may even be that the final figures for the month (the fig- 
ures for all cities have not yet been received) may show that in January the drop 
continued as the increase in the January figure over the December figure was only 
three-tenths of a point. 


Real estate mortgage activity continued its de- 
> REAL ESTATE MORTGAGES _ cline in January, reaching a point 9.1 per cent a- 

bove the long-term computed normal. Last July 
this figure was 26.8 per cent above, but each succeeding month since then has 
shown a drop. 


All of the figures used in this report have been corrected for seasonal fluc- 
tuations, and this drop from last July, therefore, is not a seasonal drop. It seems 
doubtful to us whether real estate mortgage activity in 1947 will be as high as it 
averaged for 1946. Mortgage interest rates are too low for the risk involved in 
lending at today’s high costs, and sooner or later most mortgage lenders will be- 
come more cautious in their commitments. Money, which has been very plentiful 
during the past few years, will gradually become tighter over the period of the 
next few years, Eventually, loans will look for lenders in place of lenders look- 
ing for loans, and when this time comes interest rates will rise. In our opinion 
80 per cent loans for twenty years made under today’s conditions are extremely 
hazardous and for that reason, if made, should carry a high rate of interest. 
Loans insured by some agency of the government are good only because the loss 
can eventually be socialized, In our opinion the FHA will take over a considerable 
amount of property in the period ahead, 


The standard six-room frame residence built in 
CONSTRUCTION COSTS St. Louis in February cost $12,994 to build. 
This is an increase of $847 above the level of 
| 3 December 1946. It is 120 per cent higher than the cost in 1939 at the beginning of 
the war in Europe. The increase during the last thirty days, however, amounted 
to only $66, and it seems to us that these cost figures will reach their highest 
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23,913 CUBIC FEET 


UILDING COSTS OF A STANDARD FIVE ROOM 


B 
BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 
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BUILDING COSTS OF A STANDARD FIVE ROOM 


Costs are grouped into four classifications of material, four of labor and three of over- 
bead. A further breakdown of these groups is given in detail below. Columns of the 
table are numbered, and a brief description of the items included in each is given in the 
below. Paragraphs are numbered tocorrespond with the columns described. 

Building material costs are indicated by the letter M; corresponding labor items, in red 
by the letter 
"No labor items are shown in Column 10, Building Hardware, as they have already been 
included in Column 5, 
Gro 

(1) Masonry: Cement, sand, gravel, quick lime, hydrated lime, 
face and common brick, fire brick, flue Lining. 
(2) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile, cap and base. 


hard wall plaster, 


G B 
6) Unfinished Lumber: ‘H” columns, ‘I1” beams, floor and ceiling joists, interior 
and exterior studs, rafters, bracing, etc. 
(4) Finished Lumber: Sub-flooring, sheathing, finished floors, asphalt shingle roof- 
ing, roofing felt, shutters, etc. 
(5) Millwork: Windows, doors, trim, kitchen cabinet, stairs. 
Group C 
(6) Heating: Furnace, blower, ducts, registers and metal work. 
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BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 


(7) Plumbing: Soil pipes and connections, stack, water pipe and connections, lead 
oakum and bathroom fixtures; hot water heater and tank to be furnished by others. 
Grew D. 
(8) Sheet Metal: Galv. iron (present) gutters, downspouts, flashing. 
(9) Electrical Work: Main switch, BX cable, switch boxes, receptacles, transformer, 
etc. No fixtures included. 
(10) Nails and Hardware: Common and wire nails, bolts, damper, ash doors, finish 
hardware, bonding clips. 
(11) Painting: White lead, linseed oil, turpentine, varnish, shellac, filler. 
(12) Miscellaneous: Wood laths, corner bead, insulation. 
Total Material and Labor Costs 
Group E 
(13) Overhead and profit of subcontractors in plastering, metal work, heating, plumb- 
ing, electrical work and tile work. 
(14) General contractor’ s profit. 
(15) Missouri sales tax (now 2% on materials), old age and unemployment tax (Fed- 
eral and State), liability and employees’ compensation insurance, fire and tornado 
insurance, completion bond. 
(16) Total overhead, profit and other costs. 
TOTAL CONSTRUCTION COST 
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peak this spring and then start to decline. It would be wise to postpone construc- 
tion at least until later in the year. 


The five-room brick veneer residence built in St, Louis as pictured and de- 
scribed on the spread of this bulletin, now costs $11,544. This is an increase of 
111 per cent over the cost in 1939, the beginning of the war in Europe. It is not 
so great an increase as the cost of the frame house, the difference probably lying 
in the fact that not quite so much lumber is used in this building. The details of 
the cost of the brick veneer house are given in the table in this report. 


Our index of foreclosures is still dragging along 
FORECLOSURES the bottom of the chart at 3.1 foreclosures per 

hundred thousand families. We believe that be- 
fore 1947 is over the foreclosure index will start to rise gradually, as by the end 
of this year we expect that many single-family residences will have declined in 
value by a large enough percentage to entirely eliminate the equity and, in some 
cases, the owners will stop paying on the loans, It will be several years, however, 
before foreclosure rates rise by a large percentage. 


In the real estate boom of the twenties, foreclosures were quite low in 1924, 
and started rising gradually in the latter part of 1925. They rose steadily from 
that time until 1933 and they would have continued rising in 1933 had it not been 


for the HOLC. At the peak they reached a level of 84.6 foreclosures per 100,000 
families. 


The rate at which new buildings are being started 
RESIDENTIAL CONSTRUCTION is considerably higher than the rate which pre- 

vailed in January and February of a year ago. 
This favorable comparison with 1946 will probably slow down considerably as the 
year progresses, It seems to us that most forecasts for the volume of residential 
building in 1947 are too optimistic and do not give sufficient weight to the in- 
creases which have occurred in construction costs. The number of persons who 
can afford to build at present prices has been greatly restricted as prices have 
advanced, and we think that the shortage at the present cost level is not very 
great. Supply and demand will always balance ata price and if the price is high 


enough, a demand which seemed greatly in excess of supply will shrink until the 
two meet. 


We will be quite surprised if as many new residential units are started in 1947 
as were started in 1946. We believe, however, that completions ready for occu- 
pancy will be 60 to 70 percent higher than they were last year. Many of the build- 
ings started last year but unfinished then will be completed this year, and the 
completion time for buildings started in 1947 will be considerably under the com- 
pletion time in 1946. By the latter half of the year we believe that practically all 
building materials will be available in sufficient quantity. 


It is always difficult to forecast what politicians 
RESIDENTIAL RENTS will do and for that reason the future of rent re- 
lief is still quite cloudy. We still think that the 
final compromise will be a continuation of rent control, with some across-the- 
board increase, probably about 10 per cent. We think it probable that rent control 
will be decentralized and passed back to the States after the death of the OPA. 
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We would far rather see it continued on a Federal basis, but with a definite termi- 
nation decided upon at this time. In some States we believe it will be just as dif- 


ficult to get rid of rent control in the future as it has been to get it modified ona 
Federal basis in the past. 


We think that commodity prices on most items 

COMMODITY PRICES and that the cost of living will not advance much 

further in the period ahead. The wholesale in- 

dex of the Bureau of Labor Statistics declined slightly from December to January 

for the first time in over a year. The cost of living will probably increase anoth- 

er 10 per cent at the most before it stabilizes and starts to drop. A part of this 

increase will be due to an increase in rent ceilings; the balance due to an increase 

in some manufactured articles where wage increases have been given without a 
corresponding increase in efficiency. 


For the short pull we believe that business ac- 
BUSINESS ACTIVITY tivity will remain very high, but as the year pro- 
gresses it seems highly probable that in many 
lines drops in activity will take place. It seems to us that this is what the stock 
market has been discounting (probably too soon) and we would not be at all sur- 
prised if further recessions took place in the prices of many common stocks, We 
still believe that the best place from which to watch the market is the sidelines, 
We think there is a possibility of a considerable rise in the market, but that the 
probability remains either a sideways or a downward movement, with the possi- 
bility of a further considerable drop. Cash, to our way of thinking, is still a 
splendid investment at the present time. 
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